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AN ACt reguliating control share acguisitions.
BE IT ENACTED BY THE GLNERAL ASSEMBLY OF THE STATE OF IOWA:




Section 5302.102, subsection 14, unnumberod

1987, is amended to read as

For the purpcses of sections %02.211 through 562-2:18
502.225, uniess the context otherwise requires:

Sec. 2. Section 502.102, subseciion 14, Cede Supplement
16887, is amended by adding the following new lettered
paragrapns:

LETTERED PARAGRAPE. 1. "Conirol shares" means sheres

;. except for this chapter, would have vcting pcwer with
respeci t¢c shares of an issuing public corporation that, when
added t¢ all other shares of the 1ssuing public corperation
owned by a person or 1n respect to wnich that person may
exercise or direct the exercise of voting power, wouid entitle
that person, immediately after acquisition cof the shares,
directly or indirectly, alone or as a part of a group, to
exerclise or direct the exercise of the voting power of the
1ssuing public¢ corporation in the election of directors within
any of the followirg ranges of voting power:

(1) One-fifth or more but less than cne-third of all
voting power.

(2) Cne-trirgd more but less than a majoricy of all
voting power.

(3) A majeority or more of all voting power.

NEW LETTERED PARAGRAPH. 3 {l)y "Control share

acquisiticn" means the acguisition, directly cor i1ndirectly, by

any perscn of ownership of, or the power to direct th
exerclse of voting power with respect to, issued and
outstanding control shares.

(2) For ourposes of this section, shares acguirec within

shares acguired pursuant to a plan Lo make &
¢ acgulsition are considered to have been acgu.red
the same acquisition.
{3) For purpcses SI this section, a person who ACQUITes

snares In tne ordlrnary course of business fer the benefit of
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cthers 1n good failth and act Icer the purpose of circumventing

this chapter orly has voting power of shares 1n respect to
which that person wou:d be able to exercise or direct the
exercise of votes without further instruchion from others.

(4) The acquisiticn of shares of an lssuing public
corporation does not conastitute a control share acguisition If
the acqguisition s consummated in any of the folilowing
circumstances:

(a} Before January 1, 1389.

{b} Pursuant to a contracht existing before January 1,
1689,

{c) Pursuant to the laws of descent and distribution.

(d) Pursuant to the satisfaction of a pledge or other
security interest created in good faith and not for the pur-
pose of circumventing this chapter.

{e} rursuant to a merger or plan of share exchange ef-
fected in compliance with this chapter if the issuing public
corporation 1s a party to the agreement of merger cor plan of
share exchange.

(5) The acqguisition of shares of an issuving public cor-

poraticn in gocd faith ané not for the purpose of circumvent-

H

1ng this chapter, by or from a person whose voting rights had
eviously been authorized by shareholders in compliance witn
this chapter, or a perscn whose previous acguisition ¢i shares
of an issuling public corporation would have constituted a
control share acquisition but f£or subparagrapn (4), deces not
constitute a control share acguisition, anless the acquisiit.on
entlities any persen, direcily or indirectiv, alone or as &

part cof @ group, 0 exerciss Or Cireci the exercise oL vering

power oI the coroporetlion in the elect:on o dirfectors 1n
gxTess L the range of the voilag power otaerwise authoriz=d.
NEW O LITTERED PARAGRAPH. k. "Interesuaed shares” means ohe
shase= of & ssuing publlic cornoratlioer ia respect o whiaoh
any of fne Ioliowlag persong may exerciss or dJdoirgort the
BABTCLEe 0T LRC YOULING pOWST UL LRE ToOIplreTion in bhio
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electlon of directors:

{1} An acquiring person or member of a group with respect
to a control share acquisition.
(2} an cffilcer of the issuing public corporanion.

(3) An employee of the issuing public corporation wnc is

N

alsc a director <f the corporation.

(

o

TZRED PARAGRAPH. L. "Issulnrg pab’

i

NEW LET Lo cornoraiion

means a corporaticn that has all of the following:
(1} One hiundred or more sharehelders.
(2) Its principal place of business, its principal nftfice,

or substantial assets withlin Iowa.

w)

y One or more of the follewing conditions:

{a) More than ten percent c¢f its shareholders reside in
Iowa.

(b} More tharn ten percent of its shares are owned by Iowa

residents.

[,
.
s

(c) At least ten thousand of its shareholders resice
Towa.

The residence of a shareholder is presumed to be the
address appearing in the records of the corporation.

Shares held by banks, except as trustee or guardian,
brokers, or nominees shall be disregarded for purposes of
calculating the percentages or numbers descrived in this
paragraph.

Sec. 3. Section 502.218, Cocde Supplement 1387, 1s amended
to read as follows:

502.2.8 APPLICATION OF SECURITIES LAW.

Ail of the provisions of this chapter which are norn In
conflict with sections 502.211 tnrough 582:2%8 502.225, appiv

ta ary takecver offer involving a :target company and 4 contrnl

share acguisition of an issuing public corpcracion.
Sec. 4. NEW SECTION. 502.219 LAW APPLICABLZI 7O CONTROI.
SHARE VOTING RIGHTS.

Uniess the cerporation’s articles of incerporation or

3

bylaws provide, before the control share acguisition, that

- 1=
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this chapter does not apply to ¢ontrol share acquisitions of
shares of the corporation, control shares ¢f an issuiling punlic
corporation acquired in a control share acquisition have only
such votlng rights as are conferred by section %02.223.

Sec. 5. NEW S=CTICN. 502.220 NOTICE OF CONTROL SHARE
ACQUISITION.

A person who proposes o make or has made a control share
acquisition may at the perscn's election deliver an acguiring
person statement to the issuing public corporation at the
issuing public corporation’'s principal office. The acquiring
person statement must set forth all of the following:

1. The identity of the acquiring person and each other
member of any group of which the person 1s a part for purposes
of determining control shares.

2. A statement that the acquiring person statement is
gilven pursuant to this chapter.

3. The number of shares of the issuing public corporation
owned, directly or indirectly, by the acquiring person and
each other member of the group.

4. The range of voting power under wihich the coatrol share
acguisinion falls ¢r would, if consummated, fall.

S. If the control share acguisition has not L[aken Diace,
botin ¢f the folilowing:

a. & desceripticn in reaconabie detall of the terms ol che

propeosed control srare acguisition.
£

(O TN ]

b. Renresentations the acguiring person, Logeihor wion
2

staTement in reascnaple dex

v
Ly

aill of th
ate based, that the proposed contrcl sha
consummated, will noc be conrrary to iaw, and zhat the
acquiring person has *he rinancia c

propesed eoonirol share acguisition,

Sec. 6. NEW SECTICON, 562.22% SHARLCHOLDER MEETING 70

e

DETERMIND CONTROL SHARE VOTING RIGHTS.
L. IS the acqulir:ing persen s reguesis ao the time of
Zeilvery of an acgulring persc. stevexent and gives an
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pay the ¢orucration's oxpenses 2 a specilai .

meeting, within ten days thereafter, the direcuors of the

v
issujng public corperation shall call a special meeting of

1

ublic corporatlion £6r the purpose

acquired or to be acquired in the control share acgulsiiion.
2. Unlegs the acquliring person agrees )1n Wwriting Lo
another date, the spec:ial meeting of sharehclders snall pe
heid witnhin fifty davs after receipt by the Issuing pubplic
corpcration of the reguest.
3. If no request is made, the vcting richts to be accorced
the shares acquired in the control share acguisition shall be
presented to the next special or annual meeting of
sharenolders.
4. If the acguiring person so reguests in writing at the
time of delivery of the acquiring person statement, the
special meeting must not be held sooner than thirty days after .
receipt by the issuing public corporation of the acquiring
person statement,
Sec. 7. NEW SECTION. 502.222 NOTICE OF SHAREHOLDER
MEETING.

-

L. If a special meeting is requested, notice of th

m

spec:ial meeting of sharehclders shalil be given as promptly as
reasonably practicable by the issuing public corperation to
all shareholders of record as of the record date zet for :h

meeting, whether or nct the shareholders are entlitled ¢ vore

at the meeting.
2. Notice cf the special or annual sharehcider meet.ng at
which the voting rights are to be considered must include or
be accompanied by both of the f{clilowing:
a. A copy of the acquiring person statemert delivered -2
the 1ssuing public corporation pursuant to this chapier.
b. A statement by the board of directors of the cor-
poraticn, authorized by its directors, of lts positicn or .
recemmendation, or that it i1s teking nc pesition ¢r making no
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1 recommendaticn, with respec: to the prepesed ¢ontrol share

2 acgulisition,

3 Sec. 8. NEW SECTION. 502.223 RESOLJUTTON GRANTING CONTRUL
4 SHARE VOTING RTGHTS.

5 1. Control shares acgulired 1n a control share acquisiticn
6 have the same vouing rights as were accordecd whe shares betore
7 the control share acquisition, but only o the extent grantcted
8 by resolution approved by the shareholders of the igssuing

% public corporation.
10 2. To be approved under this section, the resolution must
1. be approved by both of the following:
iz a. Each voting group entitled to vote separately on the

13 proposal, by a maiority of all the votes entitled to be cast
14 by that voting group, with the holders of the ocutstanding
15 shares of a class being entitled to vcte as a separate voting

16 group if the proposeé control share acquisition wculd, 1if

18 sections 496A.68 and 4964.76.

19 b. Each voting group entitled to vote separately on the

. 17 fully carried out, result in any of the changes described in

20 proposal, by a majority of all the votes entitled to be cast

21 by that group, excluding all interested shares.

22 Sec. 9. NEW SECTION. 502.224 REDEMPTION OF CONTROL
23 SHARES.
24 1. If authorized in a corporation's articles of

25 incorporation or bylaws pefore a control share acquisition has
26 occurred, control shares acquired in a cont:oi sharve

27 acguisition with respect =0 which no acquiring perscn

28 statement nas been filed with the issuing public corpe:ration

29 may, at any time during the pericd ending sixty 4avs al
a

L

oroThe
st acguisition of con:irol shares by the acquiring persaen, Do
ct to redemptlon bv the corporatéon at tne lair vaius

eof pursuant to the precedures adopied dy the corzoraniaon,
. Control shares acguired in ¢ control siare acguisiticon
ct to redempticen dabter an acguliring person
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full vouing rights by the sharenclders as provided in
502.223.
Sec. 10. NEW SECTION. 502,225 RIGHTS OF DISSENTING

SHARYHQLDERS.,

1. Unless ciherwlise proviced in a corporat.on's articles

-

cf incorperation or bylaws before a control share acguisition

has occurred, if conircl shares acquired in a4 cenursl share

~ -

acquisition are accorded full voting rights and the acguliring

person naés acqulred centrgl shares with a maerity or more cf

a.. voting power, all sharehclders of the issuing public
corporaticn have cissenters' rights as provided 1n this
chapter.

2. As soon as practicabie after such events have occurred,
the board of directors shall cause a notice to be sent tc aill
shareholders of the corpeoration advising them of the facts an
that they have dissenters’' rights to receive the fair value of
their shares pursuant to section 4964.78. .

3. As used in this section, "fair value” means a value not
less than the highest price paid per share by the acguiring
person in the contrcl share acquisition.

Sec. 11l. This Act takes effect as to 2ll contrcl share
acqguisitions on or after January 1, 1989.

EXPLANATION

This bill 1s an anticorporate takeover bill modeied cn the
Indiara model recently approved by the United Shatesz Sugpreme
Court i1n CTS Corporation v. Dynamics Corpceration of America,
481 U.s. _ , 95 L.E&.2d 67, 107 S.Ct. 1637 (1i987).

Secticn 1 defines the Xey term "control shares" a5 shares

tnat have the power, either directiy or indirectiyv, Lo

exercise voting power 0f certain specified strenctns in the
election of a public corporation's directers.
n

Section 2 defines terms including:

acguisition”, the key as =¢ the time when r

T

the plil become effective:; "interesce

'U 2
.‘

s}

r

-

ublic corpcration", the class of cor

0
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contrel share acquisitlon restrictions anuoly.

Section 3 ovisions of the secur:ities
chapter to a coantrol share acquisition.
4 t

C
DEINLLS CaIpora

Section 0 ions to oph cut <l reatrlorions
o0 control share acguisinions imposed 1n the bill by provision
in the corporation's articles of incorporacticn or bylawg.

2

Szction 5 reqguires an acguiring person of control shares to
notify the target corporation and provide certain information.

Sections 6 and 7 provide for notice and conduct of a
special meeting of the corporation's shareholders at the
acquiring person's expense within a limited time after the
notice of control share acquisition.

Section 8 restricts control share voting by requiring a
resolution to be approved by the other shareholders to grant
the control shares the same votlng rights they had pricr to
the acquisition. The resolution must be approved by all
voting classes.

Section 9 provides for the redemption of contrcl shares in
limited circumstances if prior provisions are made in the
articles or bylaws.

Section 10 grants certain rights to dissentin
shareholders, unless otherwise limited by the artic-.es or
bylaws, including the dissenter's rights provided Ior under
exlisting law by section 496A.78.

Section 11 provides a special effective date., The bi1ll

bl

takes effect for acquisitions on or after Janvary 1, 1989.




